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The following are the details of our findings and recommendations for corrective action.    

 
Food Stamp Security 

 
Security over food stamp inventory includes storing the inventory in a secured location 
in which only authorized individuals have access.  It is also critical that BSA staff always 
remain in attendance whenever authorized visitors are in the secured area.   
 
During our visit to Sectran to conduct a physical count of the food stamp inventory, we 
were not asked to show picture identification before entering a secured location used to 
store food stamps.  Sectran staff also began to leave Auditor-Controller employees 
unattended in the vault until Auditor-Controller staff reminded them that it was essential 
that they remain present during the inventory.   
 
 Recommendation 
 

1. BIS management reemphasize to Sectran the need to review the 
identification of all individuals requesting access to its secured facilities 
and ensure that visitors entering secured areas are not left unattended. 

 
Accountability Report Accuracy 

 
Monthly, each of the 13 Issuance Agents and three BSAs are required to submit a Food 
Coupon Accountability Report (FNS-250) to the County that documents food stamp 
issuances, as well as the perpetual inventory balances and book value of the food 
coupons stored at each outlet (98 total outlets).  According to the contract between the 
County and the Issuance Agents, the Issuance Agents must pay the County liquidated 
damages in the amount of $70 for each calendar day the reports are late.    
 
In our March 15, 2001 Food Stamp Bulk Storage report, we noted numerous errors in 
the FNS-250s and recommended that DPSS’ Benefits Issuance Section (BIS) 
management reemphasize to the Issuance Agents/BSAs the importance of submitting 
complete and accurate FNS-250s.  Although BIS management did reemphasize to the 
Agents the importance of ensuring the accuracy of the FNS-250s, a large percent of the 
FNS-250s still contain errors and must be returned to the BSAs or Issuance Agents for 
correction. In FY 2000-01, 17% of the forms submitted by the BSAs and Issuance 
Agents had to be returned due to errors, which in some instances resulted in the revised 
FNS-250s being submitted past the due date.  Corrections were required primarily due 
to miscalculations, missing information, or procedural errors such as failure to void 
receipts or receipts that were voided in error.   
 
BIS management needs to again reemphasize to the Issuance Agents and BSAs the 
importance of submitting complete and accurate FNS-250s.  In addition, BIS 
managements needs to determine if the frequent need to revise FNS-250s due to 
incomplete or inaccurate reports on the part of the contractors should be considered 
late and, if so, impose liquidated damages as specified in the contracts with Issuance 
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Agents.  If the Department determines that incomplete or inaccurate reports are not 
considered late, then BIS management needs to determine if the contracts can be 
amended to enable them to assess penalties for incorrect FNS-250s. 

 
Recommendations 

  
 BIS management: 
 

2. Again reemphasize to the Issuance Agents and BSAs the importance of 
submitting complete and accurate FNS-250s 

 
3. Determine if the frequent need to revise FNS-250s due to incomplete or 

inaccurate reports on the part of the contractors without due cause 
should be considered late and, if so, impose liquidated damage as 
specified in the contracts with Issuance Agents. 

 
4. Consider amending contracts with the BSAs to place stronger emphasis 

on timely and accurate reporting and to include penalties that can be 
assessed when Issuance Agents/BSAs continually submit inaccurate or 
incomplete FNS-250s.  

 
Insurance Coverage 

 
Deficiencies in insurance coverage reported in last year’s report have been adequately 
addressed to meet County contract requirements.  However, the Standard Insurance 
Requirements issued by the Chief Administrative Office (CAO) require the BSAs to 
carry policies giving Los Angeles County a 30 day written notice of any termination or 
modification to a policy.  The insurance policies for Loomis and Sectran do not provide a 
30 day written notification to the County for modifications in BSAs’ insurance coverage.  
As a result, changes in current policy limits, resulting in insufficient insurance coverage, 
can go undetected.   
 

Recommendation 
 

5. BIS management ensure the BSAs comply with County requirements of 
a 30-day notification for any modifications to existing insurance polices.   

 
Using Updated Handbooks 

   
The County’s contract with the BSAs states that the “County shall furnish instructions to 
BSAs on the disposition of coupons stored, records to be kept, and reports to be made.”  
DPSS’ Benefits Issuance Agents Operations Handbook (Handbook) is the basis for 
those instructions.  In February 2001, DPSS issued updated handbooks to the BSAs 
that included revised values for series C through F coupon books.   
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During our review, we noted that the BSAs were not using the updated handbooks 
containing the most current food stamp coupon valuation information.  The BSAs were 
using outdated versions of the handbook.  As a result, many of the errors contained in 
the BSAs’ monthly FNS-250s could have been caused by using incorrect coupon values 
contained in the outdated copies of the handbook.  DPSS needs to ensure the BSAs 
are using the most updated version of the handbook containing the most current coupon 
valuations.   
 

Recommendation 
  

6. The Department ensure the BSAs are using the most updated version of 
the handbook containing the most current coupon valuations. 
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We would like to thank the DPSS Benefits Issuance Section staff for their cooperation 
during our review.  The results of our physical inventory and our internal control and 
compliance findings, along with our recommendations for corrective action were 
discussed with representatives of DPSS.  The Department’s response, attached, 
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If you have any questions, please call me or have your staff contact DeWitt Roberts at  
(213) 974-0301. 
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 Violet Varona-Lukens, Executive Office, Board of Supervisors 
 Audit Committee (6) 
 Eloise McCoy, Dunbar Armored, Inc. 
 Nolan Tate, Loomis and Fargo, Inc. 
 Vaho Ohanian, Sectran Security, Inc. 
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